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IVIPFLi

Independent Auditors Report

To the Stockholder

Van Clemens Co Inc

Minneapolis Minnesota

We have audited the accompanying balance sheet of Van Clemens Co Inc as of December 31 2008

and the related statements of income stockholders equity and cash flows for the year then ended that you

are filing pursuant to Rule 7a-5 under the Securities Exchange Act of 1934 These financial statements are

the responsibility of the Companys management Our responsibility is to express an opinion on these

financial statements based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States

Those standards require that we plan and perform the audit to obtain reasonable assurance about whether

the financial statements are free of material misstatement An audit includes examining on test basis

evidence supporting the amounts and disclosures in the financial statements An audit also includes

assessing the accounting principles used and significant estimates made by management as well as

evaluating the overall financial statement presentation We believe that our audit provides reasonable

basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the financial

position of Van Clemens Co Inc as of December 31 2008 and the results of its operations and its cash

flows for the year then ended in conformity with accounting principles generally accepted in the United

States

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as

whole The additional information contained in the schedules starting on page 11 is presented for purposes

of additional analysis and is not required part of the basic financial statements but is additional

information required by Rule 7a-5 under the Securities Exchange Act of 1934 Such information has been

subjected to the auditing procedures applied in the audit of the basic financial statements and in our

opinion is fairly stated in all material respects in relation to the basic financial statements taken as whole

LP
Wipfli

February 19 2009

St Paul Minnesota



Van Clemens Co Inc

Wholly Owned Subsidiary of Hart Securities Corporation

Balance Sheet

December 31 2008

Assets

Cash 622928

Deposit with clearing organization 20893

Securities owned at market 76633

Receivable from clearing organization 2412

Prepaid expenses and other 42909

TOTAL ASSETS 775775

Liabilities andStockholders Equity

Liabilities

Accrued commissions 172946

Other accrued liabilities 100000

Total current liabilities 272946

Stockholders equity

Common shares Par value $.1 per share

Authorized 100000 shares

Issued and outstanding 63000 shares 6300

Additional paid-in capital 90500

Retained earnings 306029

Total stockholders equity 502829

TOTAL LIABILITIES AND STOCKHOLDERS EQUITY 775775

See accompanying notes to financial statements



Van Clemens Co Inc

Wholly Owned Subsidiary of Hart Securities Corporation

Statement of Income

Year Ended December 31 2008

Revenue

Commissions 2265387

Interest income and other 61737

Total revenue 2327124

Expenses

Commissions and compensation 1664547

Firm trading losses 30258

Communications 133886

Occupancy 79501

Regulatory and professional fees 278994

Other 46281

Total operating expenses 2233467

Net income 93657

See accompanying notes to financial statements



Van Clemens CoInc

Wholly Owned Subsidiary of Hart Securities Corporation

Statement of Stockholders Equity

Year Ended December 31 2008

Additional Stockholders

Paid-In Retained Equity

Common Stock Capital Earnings Total

Balance-January 2008 6300 190500 315872 512672

Distributions to stockholder 103500 103500
Net income 93657 93657

Balance December 31 2008 6300 190500 306029 502829

See accompanying notes to financial statements



Van Clemens Co Inc

Wholly Owned Subsidiary of Hart Securities Corporation

Statement of Cash Flows

Year Ended December 31 2008

Decrease in cash

Cash flows from operating activities

Net income 93657

Adjustments to reconcile net income to net cash used in operating activities

Changes in operating assets and liabilities

Deposit with clearing organization 343
Peceivable from clearing organization 10524

Securities owned at market 76633

Prepaid expenses and other 19417

Accrued commission 224292

Other accrued liabilities 70178

Total adjustments 341505

Net cash used in operating activities 247848

Cash flows from financing activities

Distributions 103500

Net change in cash 351348
Cash at beginning 974276

Cash at end 622928

See accompanying notes to financial statements



Van Clemens Co Inc

Wholly Owned Subsidiary of Hart Securities Corporation

Notes to Financial Statements

Note Summary of Significant Accounting Policies

Principal Business Activity

The Company is broker-dealer registered with the Securities Exchange Commission

SEC and is member of the Financial Industry Pegulatory Authority FINPA The

Company is engaged in the business of buying and selling securities and private

placement offerings The Company is registered under Pule 15c3-3kX2ii which

represents that funds and securities belonging to the Companys customers will be

processed by correspondent broker-dealer clearing organization The Company

does not carry securities accounts for customers or perform custodial functions relating

to customer securities and accordingly is exempt from SEC Pufe 5c3-3 All securities

transactions are cleared through clearing broker on fully disclosed basis The

Company is wholly owned subsidiary of Hart Securities Corporation Parent

Use of Estimates in Preparation of Financial Statements

The preparation of the accompanying financial statements in conformity with accounting

principles generally accepted in the United States requires management to make certain

estimates and assumptions that directly affect the results of reported assets liabilities

revenue and expenses Actual results may differ from these estimates

Cash

Cash consists of bank deposits and money market fund The Company considers all

highly liquid investment with maturities of less than three months to be cash

Commissions

Commissions and related clearing expenses are recorded on trade date basis



Van Clemens Co Inc

Wholly Owned Subsidiary of Hart Securities Corporation

Notes to Financial Statements

Note Summary of Significant Accounting Policies Continued

Income Taxes

The stockholders of the parent company have elected to be taxed under the provisions of

Subchapter of the Internal Revenue Code and comparable state regulations Under

these provisions the Company does not pay federal or state corporate income taxes on

its taxable income nor is it allowed net operating loss carryback or carryover as

deduction Instead the stockholders report on their personal income tax returns their

proportionate share of the Companys taxable income or loss and tax credits No

provision has been made for corporate income taxes

Advertising

The Company expenses advertising costs as incurred

Note Receivable From Clearing Organization

The Company clears certain of its customer transactions through another broker-dealer on

fully disclosed basis The amount receivable to the clearing organization is related to the

aforementioned transactions The Company is required to maintain $18000 deposit with

the organization to collateralize certain transactions

Note Operating Lease

The Company entered into an operating lease agreement for its office facilities The lease

provides for annual rent increases and expires in July 201 The Company is required to

pay proportionate share of operating costs in addition to the monthly base rent For

financial statement purposes the rent expense is recognized on straight-line basis over the

lease term Rent and related expenses for the twelve months ended December 31 2008

was $7751



Van Clemens Co Inc

Wholly Owned Subsidiary of Hart Securities Corporation

Notes to Financial Statements

Note Operating Lease Continued

Future minimum lease payments by year under the aforementioned noncancelable

operating lease agreement with remaining term in excess of one year are as follows

December 31

2009 39246

2010 41377

2011 43508

2012 45639

2013 27348

Tot 197118

Note 40 1k Plan

The Company sponsors 401k plan covering all employees who have completed one year

of service and attained age 21 The Company contributes to the plan by making

discretionary contributions plus safe harbor matching employee contributions of up to 4%

of compensation The total employer contributions charged to operations under the plan was

$155881 for the twelve months ended December 31 2008

Note Concentration of Credit Risk

Financial instruments that subject the Company to possible credit risk consist principally of

accounts receivable and cash deposits in excess of insured limits

The Company maintains its cash in bank deposit accounts that at times may exceed

federally insured limits Accounts are guaranteed by the Federal Deposit Insurance

Corporation FDIC up to $250000 At December 31 2008 the Company had

approximately $354000 in excess of FDIC insured limits The Company has not experienced

any losses in such accounts



Van Clemens Co Inc

Wholly Owned Subsidiary of Hart Securities Corporation

Notes to Financial Statements

Note Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital

Rule Rule 5c3-1 which requires the maintenance of minimum net capital and requires

that the rate of aggregate indebtedness of net capital both as defined shall not exceed

15 to At December 31 2008 the Company had net capital of $434850 which was

$334850 in excess of its required net capital of $100000 At December 31 2008 the

Companys ratio of aggregate indebtedness to net capital was .63 to

Note Possession or Control Requirements

The Company does not have any possession or control of customer funds or securities

There were no material inadequacies in the procedures followed in adhering to the

exemptive provisions of SEC Rule 5c3-3kX2ii by promptly transmitting all customer

funds and securities to the clearing broker who carries the customer accounts



Additional Information



Van Clemens Co Inc

Wholly Owned Subsidiary of Hart Securities Corporation

Computation of Net Capital and Aggregate Indebtedness Under Rule 5c3-1 of the Securities and

Exchange Commission

December 31 2008

Net capital

Total stockholders equity 502829

Non-allowed assets and/or charges

Non-allowable receivable 2893

Prepaid expenses and other assets 42909

Total non-allowed assets and/or charges 45802

Net capital before haircuts on securities 457027

Haircuts on securities 22177

Total net capital 434850

Aggregate indebtedness

Accrued commission 172946

Other accrued liabilities 100000

Total aggregate indebtedness 272946

Net capital requirement greater of

6.67% of aggregate indebtedness 18196
Minimum dollar requirement 100000

Net capital requirement 100000

Excess net capital 334.850

Ratio of aggregate indebtedness to net capital .63 to 1.0

No material differences exist between the net capital calculated above and the net capital computed and

reported in the Companys amended December 31 2008 FOCUS filings Per Rule 5c3-3 of the Securities

and Exchange Commission Uniform Net Capital Rule the Company is exempt under the kX2Xi exemption

See Independent Auditors Report 11



WIPFL1

Report of Internal Control Required by SEC Rule 7a-5

Board of Governors

Van Clemens Co Inc

Minneapolis Minnesota

In planning and performing our audit of the financial statements of Van Clemens Co Inc as of and for the
year

ended December 31 2008 in accordance with auditing standards generally accepted in the United States of

America we considered the Companys internal control over financial reporting as basis for designing our

auditing procedures for the purpose of expressing our opinion on the financial statements but not for the purpose

of expressing an opinion on the effectiveness of the Companys internal control Accordingly we do not express

an opinion on the effectiveness of the Companys internal control

Also as required by rule 7a-5g1 of the Securities and Exchange Commission SEC we have made study of

the practices and procedures followed by the Company including consideration of control activities for

safeguarding securities This study included tests of compliance with such practices and procedures that we

considered relevant to the objectives stated in rule 7a-5g in making the periodic computations of aggregate

indebtedness or aggregate debits a4nd net capital under rule 7a-3aXl and for determining compliance with

the exemptive provisions of rule 5c3-3 Because the Company does not carry securities accounts for customers

or perform custodial functions relating to customer securities we did not review the practices and procedures

followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and recordation of

differences required by rule 17a-13

Complying with the requirements for prompt payment for securities under Section of Federal

Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the practices

and procedures referred to in the preceding paragraph In fulfilling this responsibility estimates and judgments by

management are required to assess the expected benefits and related costs of controls and of the practices and

procedures referred to in the preceding paragraph and to assess whether those practices and procedures can be

expected to achieve the SECs above-mentioned objectives Two of the objectives of internal control and the

practices and procedures are to provide management with reasonable but not absolute assurance that assets for

which the Company has responsibility are safeguarded against loss from unauthorized use or disposition and that

transactions are executed in accordance with managements authorization and recorded properly to permit the

preparation of financial statements in conformity with generally accepted accounting principles Rule 7a-5g lists

additional objectives of the practices and procedures listed in the preceding paragraph

12



Because of inherent limitations in internal control and the practices and procedures referred to above error or

fraud may occur and not be detected Also projection of any evaluation of them to future periods is subject to the

risk that they may become inadequate because of changes in conditions or that the effectiveness of their design

and operation may deteriorate

control deficiency exists when the design or operation of control does not allow management or employees

in the normal course of performing their assigned functions to prevent or detect misstatements on timely basis

significant deficiency is control deficiency or combination of control deficiencies that adversely affects the

entitys ability to initiate authorize record process or report financial data reliably in accordance with generally

accepted accounting principles such that there is more than remote likelihood that misstatement of the entitys

financial statements that is more than inconsequential will not be prevented or detected by the entitys internal

control

material weakness is significant deficiency or combination of significant deficiencies that results in more than

remote likelihood that material misstatement of the financial statements will not be prevented or detected by

the entitys internal control

Our consideration of internal control was for the limited purpose described in the first and second paragraphs and

would not necessarily identify all deficiencies in internal control that might be material weaknesses We did not

identify any deficiencies in internal control and control activities for safeguarding securities that we consider to be

material weaknesses as defined above

We understand that practices and procedures that accomplish the objectives referred to in the second paragraph

of this report are considered by the SEC to be adequate for its purpose in accordance with the Securities

Exchange Act of 1934 and related regulations and that practices and procedures that do not accomplish such

objectives in all material respects indicate material inadequacy for such purposes Based on this understanding

and on our study we believe that the Companys practices and procedures as described in the secord and third

paragraphs of this report were adequate at December 31 2008 to meet the SECs objectives

This report is intended solely for the information and use of the Board of Directors management the SEC and

other regulatory agencies that rely on rule 7o-5g under the Securities Exchange Act of 1934 in their regulation

of registered brokers and dealers and is not intended to be and should not be used by anyone other than these

specified parties

LLP

Wipfli LLP

February 19 2009

St Paul Minnesota
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